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Art Unit: 3693 

DETAILED ACTION 

This Office Action is responsive to Applicant's amendment of application 

number 10/689,135 filed on 10/26/2007. 

The amendment contains original claims 8,9, 13, 15, 16,21, 22, 

The amendment contains amended claims 1-7, 10-12, 14, 18-20, 23, 26, 

and 30. 

The amendment cancels claims 17 and 24-33. 
The amendment adds claims 34-49. 

Election/Restrictions 

Newly submitted claims 34-46 and 47-49 are directed to inventions that 
are independent or distinct from the invention originally claimed for the following 
reasons: these claims recite methods for increasing the amount of a first security 
available for borrow having distinct utility for potential hedging. 

Since applicant has received an action on the merits for the originally 
presented invention, this invention has been constructively elected by original 
presentation for prosecution on the merits. Accordingly, claims 34-49 are 
withdrawn from consideration as being directed to non-elected inventions. See 
37 CFR 1 .142(b) and MPEP § 821 .03. 
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Claim Rejections - 35 USC § 103 

The text of those sections of Title 35, U.S. Code not included in this action 
can be found in a prior Office action. 

Claims 1-4 and 6-8 are rejected under 35 U.S.C. 103(a) as being 
unpatentable over Monetizing unrealized gains in non-strategic assets 
(International Tax Review, Jun, 2000, hereinafter referred to as NPL1), in view of 
Mosler et al. (U.S. Patent Application Publication No. 2002/0010670 hereinafter 
referred to as Mosler). 

Regarding claim 1 , NPL1 teaches a method for increasing an amount of a 
first security available to an investor for borrow (needs of active stock market 
participants or market-makers to obtain stock to deliver on short sales page 11 H 
[0007]) and lending a third quantity of the first security to the investor (stock 
lending is driven by ...needs of active stock participants or market-makers to 
obtain stock to deliver on short sales page 1 1 H [0007]). 

NPL1 does not teach the security issued by a first entity, and second 
entity purchasing security and entering into a forward contact obligating second 
entity to deliver security to the first entity. 

Mosler teaches the first security issued by a first entity (Treasury subject 
of contract ^ [0112]), the method comprising: by a second entity, purchasing a 
first quantity of the security (A "reverse repo" or a "reverse repurchase 
agreement" is a short-term loan agreement by which one party buys an asset 
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from another party, but promises to sell back the asset at a specified time H 
[0236]); entering into a fonA/ard purchase contract with the first entity, wherein the 
forward purchase contract obligates the second entity to subsequently deliver a 
second quantity of the security to the first entity (H [0236]). 

It would have been obvious to one of ordinary skill in the art at the time of 
the invention to modify covering short sales as taught by NPL1 to adapt a 
reverse repurchase as taught by Mosler. The motivation would be to describe a 
transaction whereby the second entity can loan shares, increasing market 
liquidity, with few financial consequences. 

Regarding claim 2, NPL1 does not teach buying the first quantity from the 
first entity. 

Mosler teaches wherein purchasing the first quantity of the first security 
includes purchasing the first quantity of the first security from the first entity (1| 
[0112], [0110], and [0236]). 

It would have been obvious to one of ordinary skill in the art at the time of 
the invention to modify covehng short sales as taught by NPL1 to adapt 
purchasing Treasuries as taught by Mosler. The motivation would be to describe 
shorting government securities. 

Regarding claim 3, NPL1 teaches wherein purchasing the first quantity of 
the first security includes purchasing the first quantity of the first security from an 
intermediary ([stock-lending] is driven by desire of long-term passive investor. 
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such as a pension fund, to earn additional income from securities page 11, H 
[0008]). 

Regarding claim 4, NPL1 teaches wherein purchasing the first quantity of 
the first security includes purchasing common stocl< (page 11, H [0008]). 

Regarding claim 6, NPL1 teaches wherein the forward purchase contract 
obligates the second entity to subsequently deliver a quantity of the first security 
equal to the first quantity to the first entity (agreement to sell securities coupled 
with an agreement to repurchase the same or equivalent securities at a future 
time page 11, H [0004]). 

Regarding claim 7, NPL1 does not disclose entering into first purchase 
and forward purchase simultaneously. 

Mosler teaches wherein entering into the forward purchase contract 
includes entering into the forward purchase contract when the first quantity of the 
first security is purchased (H [0236]). 

It would have been obvious to one of ordinary skill in the art at the time of 
the invention to modify 'repo' as taught by NPL1 to adapt the timing of the 
forward contract as taught by Mosler. The motivation would be to specify a 
common form of 'repo'. 
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Regarding claim 8, NPL1 teaches wherein entering into ttie fonfl/ard 
purchase contract includes the second entity receiving a first payment before a 
settlement date of the forward purchase contract (net paying 'repo' in wliicli 
seller (entity 1) is not compensated for interest coupons or dividend missed. The 
seller (entity 1) would be regarded as still receiving the dividend or coupon, but 
then paying it over to the purchaser (entity 2) page 11, H [0005]). 

Claims 5 and 16 are rejected under 35 U.S.C. 103(a) as being 
unpatentable over Monetizing unrealized gains in non-strategic assets 
(International Tax Review, Jun, 2000, hereinafter referred to as NPL1), in view of 
Mosler et al. (U.S. Patent Application Publication No. 2002/0010670 hereinafter 
referred to as Mosler), and further in view of Davis III (U.S. Patent Application 
Publication 2005/0044024 hereinafter referred to as Davis). 

Regarding claim 5, neither NPL1 nor Mosler specifically teaches one price 
for both of the 'repo' purchases. 

Davis teaches wherein purchasing the first quantity of the first security 
includes purchasing the first quantity of the security for a first price, and wherein 
entering into the forward purchase contract includes obligating the second entity 
to subsequently deliver the second quantity of the first security to the first entity 
for the first price (Abstract, H [0009]). 
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It would have been obvious to one of ordinary skill in the art at the time of 
the invention to modify the method for increasing a security available for borrow 
as taught by the combination of NPL1 and Mosler to adapt a 'repo' with trades 
occurring at the same price as taught by Davis. The motivation would be to 
illustrate the equivalent of a short-term loan wherein the value of the securities 
does not change appreciably. 

Regarding claim 16, neither NPL1 nor Mosler teaches the settlement date 
of the forward purchase being related to a maturity or put or call date of the 
second security. 

Davis teaches wherein the forward purchase contract obligates the 
second entity to fulfill the forward purchase contract by a settlement date that is 
one of a maturity date of a second security issued by the first entity, a put date of 
the second security and a call date of the second security (Claim 1). 

It would have been obvious to one of ordinary skill in the art at the time of 
the invention to modify the method for increasing a security available for borrow 
as taught by the combination of NPL1 and Mosler to adapt the forward purchase 
settlement date related to the second issue's maturity date as taught by Davis. 
The motivation would be to coordinate the cash flows related to the securities. 

Claims 7-9, 11, 12, 14, and 18-20 are rejected under 35 U.S.C. 103(a) as 
being unpatentable over Monetizing unrealized gains in non-strategic assets 
(International Tax Review, Jun, 2000, hereinafter referred to as NPL1), in view of 
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Mosler et al. (U.S. Patent Application Publication No. 2002/0010670 hereinafter 
referred to as Mosler), further In view of Dwin (U.S. Patent Application 
Publication No. 2004/0030638 hereinafter referred to as Dwin). 

Regarding claim 7, neither NPL1 nor Mosler specifies that entering into 
forward purchase contract is done at the same time as buying the security. 

Dwin teaches wherein entering into the forward purchase contract 
includes entering into the forward purchase contract when the first quantity of the 
first security is purchased (H [0003]). 

It would have been obvious to one of ordinary skill in the art at the time of 
the Invention to modify the method of increasing securities available for borrow 
as taught by the combination of NPL1 and Mosler to adapt a Yepo' wherein the 
forward contract is entered into at the same time as the loan of securities as 
taught by Dwin. The motivation would be to illustrate a certain type of 'repo'. 

Regarding claim 8, neither NPL1 nor Mosler specifies payment to second 
entity before settlement. 

Dwin teaches wherein entering into the forward purchase contract 
includes the second entity receiving a first payment before a settlement date of 
the forward purchase contract (margin paid from seller, lending fee charged by 
buyer H [0032]). 

It would have been obvious to one of ordinary skill in the art at the time of 
the invention to modify the method of increasing securities available for borrow 
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as taught by the combination of NPL1 and Mosler to adapt payments customary 
between buyer and seller of security in a 'repo' as taught by Dwin. The motivation 
would be to illustrate the details of a 'repo' agreement. 

Regarding claim 9, neither NPL1 nor Mosler teaches second entity 
receiving payment when forward purchase contract is entered Into. 

Dwin teaches wherein the second entity receiving the first payment 
includes the second entity receiving the first payment when the fonvard purchase 
contract is entered into (loan margin paid from seller (first entity) in exchange for 
funds from buyer (second entity) If [0032]). 

It would have been obvious to one of ordinary skill in the art at the time of 
the invention to modify the method of increasing securities available for borrow 
as taught by the combination of NPL1 and Mosler to adapt simultaneous funds 
exchange as taught by Dwin. The motivation would be to illustrate the details of a 
'repo' agreement. 

Regarding claim 1 1 , NPL1 teaches the second entity pay[s] the first entity 
a first amount equal to a sum of: a total of any distributions paid on the security 
from the date of formation of the forward purchase contract until the settlement 
date of the forward purchase contract Cpurchaser will need to make substitute 
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payments to compensate for any interest coupons or dividends missed by seller 
page 11 11 [0004]); 

Neither NPL1 nor Mosler teaches payment of fees from an investor who 
borrows the security. 

Dwin teaches and a total of any payments the second entity receives for 
lending the third quantity of the first security to the investor ('repo' desk lends 
loans (securities) to short seller If [0049]). 

It would have been obvious to one of ordinary skill in the art at the time of 
the invention to modify the 'repo' agreement and lending as taught by the 
combination of NPL1 and Mosler to adapt paying the first entity the sums gained 
by second entity for loaning out stock to an investor. The motivation would be to 
observe the rule that the first entity retains all rights in a security when loaning It 
out. 

Regarding claim 12, the same art and rationale used in rejecting claim 1 1 

apply. 

Regarding claim 14, the same art and rationale used in rejecting claim 1 1 

apply. 

Regarding claim 18, neither NPL1 nor Mosler teaches second entity lends 
specific quantity of security to investor. 

Dwin teaches wherein lending the third quantity of the first security to the 
investor includes lending at least one of the first and second quantities of the 
first security to the investor (H [0049]). 
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It would have been obvious to one of ordinary skill in the art at the time of 
the invention to modify the 'repo' agreement and lending as taught by the 
combination of NPL1 and Mosler to adapt second entity's lending a specific part 
of the quantity borrowed from entity one to the investor. The motivation would be 
to illustrate increasing liquidity by providing security to a short seller. 

Regarding claim 19, neither NPL1 nor Mosler discloses investor's 
receiving loan when 'repo' agreement is entered into. 

Dwin teaches wherein lending the third quantity of the first security to the 
investor includes lending the third quantity of the first security to the investor 
when the first quantity of the first security is purchased and the forward purchase 
contract is entered into (claim 16). 

It would have been obvious to one of ordinary skill in the art at the time of 
the invention to modify the 'repo' agreement and lending as taught by the 
combination of NPL1 and Mosler to adapt simultaneous lending of security to an 
investor. The motivation would be to accommodate a short seller. 

Regarding claim 20, neither NPL1 nor Mosler discloses investor's 
receiving loan after 'repo' agreement is entered into. 

Dwin teaches wherein lending the third quantity of the security to the 
investor includes lending the third quantity of the first security to the investor after 
the first quantity of the first security is purchased and the forward purchase 
contract is entered into (H [0010]). 
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It would have been obvious to one of ordinary skill in the art at the time of 
the invention to modify the 'repo' agreement and lending as taught by the 
combination of NPL1 and Mosler to adapt later lending of security to an investor. 
The motivation would be to describe a borrower who builds a portfolio of 
securities prior to being approached by short seller for a loan. 

Claim 10 is rejected under 35 U.S.C. 103(a) as being unpatentable over 
Monetizing unrealized gains in non-strategic assets (International Tax Review, 
Jun, 2000, hereinafter referred to as NPL1), in view of Mosler et al. (U.S. Patent 
Application Publication No. 2002/0010670 hereinafter referred to as Mosler), and 
in view of Dwin (U.S. Patent Application Publication No. 2004/0030638 
hereinafter referred to as Dwin), and further in view of Finkelstein et al. (U.S. 
Patent Application Publication No. 2001/0037284 hereinafter referred to as 
Finkelstein). 

Regarding claim 10, neither NPL1 nor Mosler nor Dwin teaches second 
entity receiving payment for a second amount of security when the forward 
purchase contract is entered into. 

Finkelstein teaches wherein the second entity receiving the first payment 
includes the second entity receiving a payment equal to a sale price of the 
second quantity of the first security (a Flex 'repo', a repurchase agreement that 
provides for principal draw downs (H [0017]). 
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It would have been obvious to one of ordinary skill in the art at the time of 
the invention to modify the method of increasing securities available for borrow 
as taught by the combination of Mosler, NPL1 , and Dwin to adapt payments for 
the second amount before execution of the repurchase as taught by Finkelstein. 
The motivation would be to illustrate variations on the theme of a Yepo' existing 
in the marketplace. 

Claims 13 and 15 are rejected under 35 U.S.C. 103(a) as being 
unpatentable over Monetizing unrealized gains in non-strategic assets 
(International Tax Review Jun, 2000, hereinafter referred to as NPL1 ), in view of 
Mosler et al. (U.S. Patent Application Publication No. 2002/0010670 hereinafter 
referred to as Mosler), in view of Dwin (U.S. Patent Application Publication No. 
2004/0030638 hereinafter referred to as Dwin), and further in view of Ross (U.S. 
Patent Application Publication No. 2002/009406 hereinafter referred to as Ross). 

Regarding claim 13, neither NPL1 nor Mosler nor Dwin teaches the 
second entity may pay the at least some of the amount equal to the distributions 
on the security borrowed in stock. 

Ross teaches wherein the forward purchase contract permits the second 
entity to pay at least a portion of the second amount with stock (H [01 14]). 
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It would have been obvious to one of ordinary skill in the art at the time of 
the invention to modify payment of distributions owed as taught by the 
combination of NPL1 , Mosler, and Dwin to adapt payment of the distributions in 
stocl< as taught by Ross. The motivation would be to replicate payments in stock 
as they might have been made to the second entity. 

Regarding claim 15, the same art and rational used in rejecting claim 13 

apply. 

Claims 21-23 are rejected under 35 U.S.C. 103(a) as being unpatentable 
over Monetizing unrealized gains in non-strategic assets (International Tax 
Review Jun, 2000, hereinafter referred to as NPL1), in view of Mosler et al. (U.S. 
Patent Application Publication No. 2002/0010670 hereinafter referred to as 
Mosler), and further in view of Dokken (U.S. Patent Application Publication No. 
2004/0054613 hereinafter referred to as Dokken). 

Regarding claim 21, neither NPL1 nor Mosler teaches second entity's 
underwriting a second security issued by first entity. 

Dokken teaches the second entity undenvriting an issuance of a second 
security issued by tine first entity (If [0027], [0029-0042], [0099]). 

It would have been obvious to one of ordinary skill in the art at the time of 
the nvention to modify 'repo' and stock-lending as taught by NPL1 and Mosler to 
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adapt underwriting of second security as taught by Dol<l<en. The motivation 
would be to provide added liquidity to first entity. 

Regarding claim 22, neither NPL1 nor Mosler teaches second security 
issued having a call, put, or maturity date coinciding with settlement date of 
forward purchase contract. 

Dokken teaches wherein the second security has at least one of a maturity 
date, a call date, and a put date that coincides with a settlement date of the 
fonvard purchase contract (H [0029], [0040], [0099], and [0101]). 

It would have been obvious to one of ordinary skill in the art at the time of 

the 

invention to modify 'repo' as taught by the combination of NPL1 and Mosler to 
adapt underwriting of a loan as taught by Dokken. The motivation would be to 
provide a pool of investments likely to provide further liquidity to the first entity. 

Regarding claim 23, neither NPL1 nor Mosler teaches the second issued 
security's being a convertible bond or stock. 

Dokken teaches wherein the second security comprises a convertible 
security selected from the group comprising a convertible bond security and a 
convertible preferred stock security (1| [0042] where similar instrument is 
interpreted as similar to original asset, i.e. security issued by first entity, and said 
security is a convertible). 
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It would have been obvious to one of ordinary skill in the art at the time of 
the invention to modify 'repo' as taught by the combination of NPL1 and Mosler 
to adapt undenA/riting of a convertible as taught by Dol<l<en. The motivation would 
be to demonstrate providing securities with better risk profile for original issuer. 



Response to Arguments 

I Interview 

Examiner agreed to accept arguments addressing the claim objections to 
use of 'forward purchase contract', and withdraws the objections. 

Examiner agreed to accept arguments addressing the claim 112 rejections 
to use of 'forward purchase contract', and withdraws the rejections. 

II Drawing Obiections 

Examiner withdraws objections to drawings based on arguments 
presented. 

III Claim Objections 

Examiner withdraws claims 1 , 5-9, 11-16, 19, 20, 23, objections on use of 
'forward purchase contract' based on Applicants' arguments.. 

Examiner accepts amendments to claim 1-7, 10-12, 14, 18-20 clarifying 
references to 'first security' with addition to claim 1 1 of 'first amount', to claims 
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12 and 13 indicating interval, to claim 23 clarifying the claim referenced, and 
arguments concerning claim 1 1 and 12 limitations as addressing the objections. 

Claims 26 and 30 were cancelled, so objections are moot. 

IV Section 102 Rejections 

Since claims 24 and 30 were cancelled, these rejections are moot. 

V Section 103 reiections 

Applicants argue that their forward contract will be accounted for, under 
current financial standards, as a repurchase of shares, and that the method 
recited in claim 1 differs from Examiner's reference because it alone does not 
affect the financials of the issuer. A 'reverse repurchase agreement' is also, as 
disclosed in Mosler, by both its very name and its definition, a repurchase, and is 
described as 'one party buys an asset from another party but promises to sell 
back the asset at a specified time'. From the point of view of the [other] party, 
inverting the sentence, and also according to the mirroring applicants argue 
allowable for dismissal of 1 12 rejections to use of 'forward purchase contract', the 
[other] party sells the asset and promises to buy back the asset at a specified 
time. Applicants argue that the first entity's earnings per share remain 
"practically unchanged" using the method of claim 1 . As NPL1 states, in the case 
of a repo, "The seller is going to get the securities back, so it retains its 
economic exposure to the securities; consistent with this the purchaser will need 



Application/Control Number: 1 0/689,1 35 Page 1 8 

Art Unit: 3693 

to make substitute payments or manufactured dividends to compensate for an 
interest coupons or dividends missed by tlie seller during the period of the repo". 

The argument that IVIosler does not disclose 'second entity's entering into 
a forward purchase contract with first entity, wherein the forward purchase 
contract obligates the second entity to subsequently deliver a second quantity of 
the first security to the first entity' is unfounded. A repo effects this. According 
to Mosler, "A 'repurchase agreement' or 'repo' is a short-term loan agreement by 
which one party sells an asset to another party, but promises to buy back the 
asset at a specified time". Thus the second entity is obligated to deliver the first 
security to the first entity. 

NPL1 says that stock-lending and repo's are different, discussing them 
separately under sections entitled 'What is a repo?', not quoted at all by 
Examiner, and 'What is stock-lending?' The stock-lending of NPL1 and the 
repos of Mosler are not, as applicants state, "roughly equivalents", and only the 
section 'What is stock-lending?' is quoted by Examiner, as disclosing the last 
limitation in claim 1 . Mosler is used for its definition of 'repo'. A third section of 
NPL1 does address "When do they end up being much the same thing?", but 
this very special case is not quoted by Examiner at all. Furthermore, although 
Applicants argue that stock-lending and repos are the same thing, a securities 
loan agreement is different from a repo agreement. 

Examiner thus finds Applicants' argument that Mosler does not describe 
the forward purchase contract required unpersuasive. 
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In response to applicant's argument that there is no suggestion to combine 
the references, the examiner recognizes that obviousness can only be 
established by combining or modifying the teachings of the prior art to produce 
the claimed invention where there is some teaching, suggestion, or motivation to 
do so found either in the references themselves or in the knowledge generally 
available to one of ordinary skill in the art. See In re Fine, 837 F.2d 1071, 5 
USPQ2d 1596 (Fed. Cir. 1988)and In re Jones, 958 F.2d 347, 21 USPQ2d 1941 
(Fed. Cir. 1992). In this case, since NPL1 discusses, under separate sections, 
repos and stock-lending. Applicants' objection that a 'PHOSITA' would not be 
motivated at the time of the invention to combine Mosler's discussion of repo with 
NPLI's discussion of stock-lending is thus negated by example. NPL1 does 
combine a discussion of a repo with one about stock-lending, thus showing a 
motivation to combine. 

Examiner thus finds Applicants' argument that a 'PHOSITA ' would not be 
motivated to combine NPL1 and Mosler unfounded. 

Examiner respectfully submits that claim 1 is maintained as rejected, and 
that the claims dependent on claim 1 are also maintained as rejected. 

Conclusion 

Applicant's amendment necessitated the new ground(s) of rejection 
presented in this Office action. Accordingly, THIS ACTION IS MADE FINAL. 
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See MPEP § 706.07(a). Applicant is reminded of the extension of time policy as 
set forth in 37 CFR 1.136(a). 

A shortened statutory period for reply to this final action Is set to expire 
THREE MONTHS from the mailing date of this action. In the event a first reply Is 
filed within TWO MONTHS of the mailing date of this final action and the advisory 
action is not mailed until after the end of the THREE-MONTH shortened statutory 
period, then the shortened statutory period will expire on the date the advisory 
action Is mailed, and any extension fee pursuant to 37 CFR 1.136(a) will be 
calculated from the mailing date of the advisory action. In no event, however, will 
the statutory period for reply expire later than SIX MONTHS from the date of this 
final action. 

Any inquiry concerning this communication or earlier communications from 
the examiner should be directed to LINDA C. PERRY whose telephone number 
is (571) 270-1466. The examiner can normally be reached on M-F 8-5 alternate 
Fridays. 

If attempts to reach the examiner by telephone are unsuccessful, the 
examiner's supervisor, James Kramer can be reached on (571 ) 272 6783. 
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Information regarding the status of an application may be obtained from 
the Patent Application Information Retrieval (PAIR) system. Status information 
for published applications may be obtained from either Private PAIR or Public 
PAIR. Status information for unpublished applications is available through 
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